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Good afternoon, ladies and gentlemen. Thank you, Brad, for that 
gracious introduction. I am delighted to be here today to share with 
you some thoughts on a subject which has received a great deal of 
recent press, and in which I have a great deal of personal interest. 
That topic is the search for the ideal corporate culture and set of 
management practices which leads to happy employees, delighted 
customers, grateful shareholders, and long-term competitive success 
for the company. The Holy Grail!  
The cover story of a recent issue of Business Week magazine is 
entitled "Business Fads: What's In--What's Out." I think the term "fad" 
gives the reader the impression that none ofthe concepts which have 
been marketed by consultants and implemented by corporate 
management over the past three decades have any value. This is not 
true. Rather than "fad," I like the term "management initiative." In the 
interest of time, I am going to list only some of the more familiar ones 
and throw in one or two of my favorites.  
Notice that some of them are contradictory: corporate visioning, 
centralization vs. decentralization, management by objectives, zero 
based budgeting, intrapreneuring, de-massing, one minute managing, 
managing by walking around, if it's not broken fix it anyway, 
organizational de-layering, salary structure broad banding, matrix 
management, total quality management, supply chain management, 
incremental improvement vs. breakthrough improvement, employee 
empowerment, Baldridge quality award criteria, and, of course, re-
engineering. Wow! If you are counting, I listed 20. There are others. 
However, I think you get the point. If I were a disinterested bystander,
I would guess that management is looking for the Holy Grail and has 
yet to find it.  
Please do not misunderstand my message. It is not that these 
initiatives have no value. Quite the contrary. In various contexts, to 
various degrees, and in various business situations, elements of each 
make sense, some much more than others. The problem is that we as 
the leaders and the managers of our organizations have difficulty 
deciding which ones to adopt, in what context they should be adopted, 
or how to effectively adopt them. We are in the search for the holy 
grail, and if it isn't reengineering, what is it? No one out there seems 
to know. Ifwe knew what it was, we wouldn't have to keep looking.  
A few years ago, I had a conversation with a chemical industry 
executive whose company just re-engineered and de-layered their 
organization, resulting in over fifteen managers reporting directly to 
him. I have no idea how he could possibly be effective with 15 direct 
reports.  
Another chemical industry executive once told me with a certain pride 
that they had calculated that their cost of issuing an invoice was $110, 
compared with a benchmark cost of$73. He was re-engineering his 
organization to bring down the cost of cutting an invoice. I wondered 
whether he would have been better served by optimizing some larger 
aspect of his business, such as improving on-time deliveries or making 
his sales and tech service departments more responsive to his 
customers.  
I am sure many of you have reflected on the initiatives your company 
has adopted in the past and wondered which new initiative your 
company will adopt next year. The constant flow of new initiatives fails 
to recognize the negative impact on our employees, the people who 
run our businesses day in and day out. Every time we adopt a new 
initiative, our employees think of two things. First, how's this going to 
affect me and, second, why should I support a new initiative when the 
old ones have had no lasting value.  
I am not here to criticize the attempts to find the holy grail. The senior 
executives leading our companies continue to search for it because 
they are not happy with their current state of affairs.  
My objective today is to share with you our experience at the PQ 
Corporation, in search of our holy grail. Please do not draw the 
conclusion that we have achieved perfection. Far from it. We continue 
to work on a number of issues, which I will also share with you.  
We have been fortunate, both by luck and by design. We have not had 
the debilitating experience of launching fad after fad, excuse me, 
initiative after initiative, year after year, only to come away with a 
weary employee group, skeptical of this year's initiative and wondering
what new initiative will be launched next year.  
In late 1988, we launched one initiative and built our corporate culture 
around it. This initiative is Continuous Quality Improvement, or CQI, 
and is based on the broad principles of total quality management. CQI 
is not a program at PQ, as many companies define it. We established 
CQI as our business philosophy, core to the very existence of our 
company.  
Looking back, I can identify a number of success factors in 
implementing CQI. Our first success factor was the recognition within 
PQ that we needed to fulfill a need. Like many companies during the 
late 1980's, our customers were becoming more demanding, and the 
competitive environment was becoming more intense. We realized we 
needed to change the way we conducted our business, in order to 
ensure our future competitiveness. We also realized that this change 
needed to be a fundamental cultural change--a fad just would not do!  
This permitted us to have a long time horizon for successful adoption 
of our CQI philosophy. We did not put pressure on ourselves to 
accomplish immediate success, and our long time horizon helped us 
explain to our sometimes skeptical employees why we were not seeing 
instant results. We were not looking for a quick fix.  
Our second success factor was the help we received from the business 
press. During the late 1980's, Deming was getting a lot of publicity for 
the work he had done with Japanese companies to improve the quality 
of their products and the effectiveness of their work processes. Nearly 
every day, the press carried stories about how U.S. companies were 
not as competitive in world markets as they could be. Tom Peters had 
just published his book "In Search of Excellence," which challenged 
many of the paradigms of the then current management practices. The
timing couldn't have been better for launching of our CQI initiative 
while these issues were front page news.  
Our third success factor was the support from the top, and a sufficient 
number of change agents we had at senior and middle management 
levels. Paul Staley, our CEO before his retirement in December 1989, 
led our initial CQI efforts. Dick Kelso, CEO since 1990, led the change 
in our culture and the adoption of our CQI philosophy. In addition, PQ 
had a number of managers who had come up through the ranks and 
who had over the years developed mental lists of management 
practices they would change if given the opportunity to do so. Now 
they had that opportunity.  
Our fourth success factor was that we did not blindly adopt the entire 
philosophy of anyone management guru. We chose those elements 
which made sense for us from many experts in the field. Looking back, 
much of what we did was just common sense. Most importantly, we 
listened to our employees, a resource which is still undervalued by 
corporate America . More about this later. 
Our fifth success factor was that we defined our CQI philosophy 
sufficiently broad to include many subsequent initiatives we undertook 
to move our business practices forward. We have never used the term 
"reengineering," which today does not have a very favorable 
connotation, even though we have made organizational and work flow 
changes which would be considered the result of a reengineering effort 
by some companies. By including all the initiatives we have 
undertaken under the broad umbrella of CQI, we avoided the problem 
of "fad of the year" and all the associated credibility issues.  
And finally, our sixth success factor was the adoption of a core 
philosophy that stated that all employees would maximize the results 
of PQ Corporation first, and before the results of our individual 
business units and plants. This philosophy was consistent with 
maximizing shareholder returns. It also encouraged a much higher 
level of communication among business units with respect to exchange
of technology, expertise, and market intelligence, as well as facilitating
the benchmarking process among units. 
What does continuous quality improvement mean? In order to 
operationalize CQI, it had to mean something tangible to all 
employees, from our CEO and senior and middle management, to the 
operators, mechanics, and shippers at our plants, and to our customer 
service, technical service, and sales representatives in the field. It had 
to mean something tangible to our corporate staff departments such 
as accounting, human resources, R&D, and engineering.  
We defined CQI as a process of continuous improvement aimed at 
delighting the customer, producing the highest quality product at the 
lowest possible cost, and empowering our employees. 
We delight our customers by helping them be successful in their 
businesses. This statement is included in PQ's Mission , Vision, and 
Guiding Values statement. We strive to provide a level of customer 
and technical service that is second to none in our industry and to help 
our customers find solutions to their problems. A number of times 
each year, we get the opportunity to congratulate one of our hourly or 
salaried plant employees who responded from home to a Saturday 
night call from a frantic customer facing a plant shutdown unless they 
receive a truck load of one of our products by early Sunday morning. 
This response demonstrates the high level of commitment of our 
people to our customers' success.  
One of the ways to find out how we are meeting customers' needs is 
through the use of customer surveys. Our business units conduct them 
periodically to measure our performance and compare it against that 
of competition. We have also initiated a customer complaint system, 
not to penalize employees, but as a vehicle for identifying flaws in our 
process, and for improving our systems. Once flaws are identified, we 
take action to rectify the "root cause" of the problem.  
Many of our employees asked, "How can I satisfy a customer when I 
work in a staff position and don't interface with customers?" One tenet 
of CQI is that customers are not just those external to the company 
who buy our products and services. Customers are also internal. For 
example, the business units are customers of the finance department. 
Plants are customers of the engineering department. The general 
managers who report to me are my customers. Regardless of whether 
we are dealing with an external or an internal customer, the question 
should be the same: "What can we do for our customer, and how can 
we help him/her to be successful in his/her business?"  
We were repeatedly asked by employees in our staff departments how 
the concept of "highest quality product at the lowest possible cost" 
applies if one does not work in plant operations. Our response is that 
all staff employees are responsible for the continuous improvement of 
the business processes they are involved in.  
We first introduced the CQI philosophy at a plant operations 
conference in 1989. Nearly all the plant managers in attendance were 
skeptical. The most often asked question was "how are we going to 
improve quality and lower costs at the same time? Won't our costs 
increase as we improve quality?" We shared with our plant managers 
that companies who were the early implementers of the philosophy 
demonstrated that the savings generated by CQI projects more than 
pay for themselves. In fact, most CQI projects do not involve capital 
investment, but changes to current operating methods.  
I have just described the first two principles of CQI: delighting the 
customer and producing the highest quality products at the lowest 
possible cost. How are these first two principles accomplished? They 
are accomplished through the third principle, employee empowerment, 
the most important element of CQI. In today's competitive world, it is 
imperative that our company use all of the resources available to it to 
create a sustainable competitive advantage. At PQ, we want every 
employee to feel a sense of ownership, participation, and influence in 
the business. 
Our employees at every organizational level know how to make 
improvements in the areas in which they work. All you need to do is 
create an environment in which they feel they are valued members of 
the team, and ask for their help. A company's employees are a very 
powerful resource, and they are either not utilized, or significantly 
under utilized by many of our corporations. 
Early in the implementation of our CQI philosophy, feedback from our 
employee group indicated that our compensation system was not 
working effectively. We listened and responded to their concerns. With 
some help from consultants, and utilizing their own experiences and 
common sense, a team of employees redesigned the entire system. 
Deming's Rule # 12 is to do away with the annual rating or merit 
system, but as I previously stated, we do not blindly follow the rules of
anyone guru. And doing away with performance appraisal systems just 
did not make sense to us. 
In the redesign of our compensation system, we did away with one of 
the most destructive pay practices within corporate America : the zero 
sum game. Weare all familiar with this practice: if a business unit or 
department wants to limit its aggregate salary increase to 4%, then in 
order for one employee to receive a 5% increase, another employee 
has to receive a 3% increase.  
Employees should not have to compete with each other for their 
annual salary increase. At PQ, an individual's salary increase now is 
based on his or her level of contribution, measured against definitions 
of good and excellent perfonnance.  
Deming once stated that 85% of the problems within a company are a 
result of process issues, not people issues. To identify and resolve 
these process issues, we have trained our employees to use problem 
solving tools such as Pareto charts and cause-and-effect diagrams to 
discover the root causes of problems. These tools are used to separate 
fact trom supposition. Many times, the root cause is not what you 
initially thought it was.  
We have trained our employees to use run charts, histograms, 
statistical process analysis including Cp and Cpk analysis in order to 
improve the consistency of our products. Our hourly employees are 
trained to use these tools to guide them in changing process 
conditions. They have learned to recognize when their unit is in control 
or out of control.  
These tools have been a major factor in helping us produce the highest
quality products at the lowest possible cost. With these data-based 
tools, our employees are making decisions based on data, rather than 
decisions based on perceptions and supposition.  
When we first launched our CQI philosophy, we spent a significant 
amount of time in town meetings, talking to our employee group about
the principles of CQI, our expectations, and our commitment to its 
long-term success at PQ. By the way, the town meeting idea came 
from a PQ team who felt that we needed a forum to communicate our 
new CQI philosophy with our employees. Town meetings continue to 
be held at corporate headquarters, our R&D labs, and at our plants.  
In our town meetings, our employees have the opportunity to talk 
about what they are working on, and get a chance to pose questions 
to Dick Kelso, or to one of our general managers, or to me. The 
employees attending the session talk about what they are working on 
and get a chance to ask questions on any subject. If an individual is 
uncomfortable asking a specific question, all he or she has to do is 
write it out, seal it in an envelope, give it to a designated individual. At
the meeting, we will open the envelope, read the question to the 
group, and respond.  
At our plants, we involve our operators, mechanics, and shippers in 
the business by asking them for their opinions on how to improve the 
operations of their production units. Unfortunately, this approach is 
rarely used within industry.  
Traditionally, the attitude of management has been "What do our 
hourly employees know, they only work on the factory floor," or "Their 
job is to do what I tell them to do, and nothing more." What a waste 
of human potential! The CQI philosophy encourages every employee to
be involved in improving the way we do business.  
After our plant people received their CQI training, we did something 
bold! We gave the hourly employees of each production unit within 
each of our plants between $25,000 and $50,000 of CQI capital funds 
per year to spend in any manner they felt appropriate to improve the 
operation of their unit. PQ's chemical business has 27 production units 
located at 16 plants within the U.S. 
Their first reaction was one of disbelief. Our plant hourly employees 
asked, "You mean you actually want us, and not management or the 
engineering department, to decide where to spend CQI money?" Our 
response was, "You are the ones who are best suited to know what 
needs to be done, because you are the people who work with your 
production units each day. Each individual within the unit gets a vote 
to decide where to spend these funds to improve operations."  
Today, about 15% of the annual maintenance capital we spend is in 
the hands of our union and nonunion hourly employees. In addition, 
our plant employees are now becoming fully involved with their 
management in developing the remaining 85% of our maintenance 
budgets. This approach has given our plant people a tremendous 
feeling of ownership in the business, and the resulting impact can be 
seen on our bottom line.  
When we visit a plant, the operators conduct a tour of their unit with 
pride and show us how they have invested their CQI money. In many 
cases, they have managed the project themselves, supervising outside 
contractors, which under the traditional system was the responsibility 
of management. Because of the trust we have shown in them, they 
spend their CQI funds as if they were building a garage on their house.
Every dollar is wisely spent!  
Tapping the capability of our hourly employees has provided significant
benefit to our business. At our Baltimore plant, we wanted to upgrade 
one of our processes, but the traditional scope of the project required 
a capital expenditure of $1.2 million, resulting in an unsatisfactory 
internal rate of return.  
A team was formed involving the plant's operators, mechanics, and 
corporate engineering. They were able to implement the project for 
$400,000, about a third the cost of the original estimate!  
After the project was completed, the lead operator visited our Valley 
Forge corporate headquarters, in business attire and carrying a 
briefcase, and presented to middle and senior management the scope 
and economics of this project. He got a rousing ovation!  
In 1995, I was invited by one of our customers to attend the ribbon-
cutting ceremony for a new plant outside of Chicago for which PQ will 
be the sole supplier of sodium silicate. One of the most eloquent 
speakers at this ceremony was a chemical operator at the plant who 
spoke about the degree of involvement in the business by the hourly 
operating crew. He described how his team was empowered to be full 
participants in the operation, and how they would be involved in the 
effort to continually improve his plant's performance. As I listened to 
his remarks, I was impressed by the operating philosophy at the plant, 
and how similar it was to PQ's philosophy.  
After the ribbon-cutting ceremony, I went over to the operator, 
introduced myself, and told him how impressed I was with how he and 
his fellow operators and mechanics were involved in the operation of 
the plant. He then told me who had introduced the plant management 
and operating crew to this philosophy - Jack Handley, one of the PQ 
operators from our plant here in St. Louis , taught them how to do it! 
It's difficult to describe how proud of PQ I felt at that moment.  
In the purchasing area, our CQI philosophy has expanded our vendors' 
perception of who the customer is at PQ. Our vendors once viewed the 
purchasing department at corporate headquarters as the customer. As 
long as the purchasing agent was satisfied with price and quality, the 
vendor could be assured of our business.  
Things have changed. For example, in the purchase of soda ash, our 
purchasing department is only one of the vendor's customers. The 
other customers are the plant people who unload and use the raw 
material in the process.  
When we started to involve our plant people in the purchasing 
decision, we discovered that soda ash was being delivered in rail cars 
that were very difficult to unload. Our safety statistics indicated that 
the unloading of this type of rail car was the source of a number of 
lost-time injuries in our plants. Our unloaders tolerated this situation 
because they felt that they were not empowered to do anything about 
it.  
With their involvement, we designed and implemented a program that 
requires the ash suppliers to visit our plants and learn about and 
satisfy the needs of their plant customers. One of the first things our 
plants did was to refuse to accept any more of the rail cars that caused
the injuries.  
There are numerous examples how our CQI philosophy has increased 
our competitiveness and market share through improved focus on 
external customers. PQ is a supplier of silica gel adsorbents to a major 
brewer in the U.S. who uses our product to remove certain proteins 
from their beer so it will not haze over when it's refrigerated.  
We developed this new product by working closely with this customer 
to establish performance specifications. Through a multifunctional 
team approach involving R&D, sales, marketing, and plant operations, 
we developed the manufacturing process. In order to meet the 
customer's introduction date, we also used a multifunctional team 
approach to build a new production facility in record time. We also 
found that we could provide value to this customer by managing the 
distribution of our product to its multiple locations across the U.S. 
Through those CQI efforts we are the primary supplier to them and we 
plan to keep it that way.  
Communication among all levels within the organization is an 
important aspect of our CQI philosophy. During a recent town meeting 
at one of our plants I watched with a great deal of satisfaction as one 
of our plant shippers and a vice president - general manager discussed 
the pros and cons of assuming the responsibility and costs of 
managing the rail car fleet used to ship product to a large customer. 
Unfortunately a conversation of this nature between two individuals 
five organizational levels apart is not a very common occurrence within
industry.  
Another tenet of the CQI philosophy is benchmarking. Simply putt 
benchmarking is a way to learn the best practices of other companies 
and then adopt them to your own organization. Benchmarking similar 
functions within different organizations in your own company can also 
be extremely valuable. Within PQ's CQI philosophy benchmarking 
others to learn their best practices is not sufficient for either 
continuous or breakthrough improvements. We encourage all of our 
employees to be at the cutting edge state of the art within their area 
of expertise. We want PQ employees to establish the best practices 
within the industry! Our goal is to establish and nurture a corporate 
culture which will encourage this behavior.  
We encourage our employees to periodically ask themselves three 
questions: "Are we the best in the world at what we do? Ifnott why? 
Andt if we are not the best at what we dOt what are we going to do 
about it?" We can be sure that our competitors are trying to be the 
best in the world at what they do! We have high expectations of 
ourselvest and we want this to be reflected in our CQI philosophy.  
Many companies have benchmarked PQ's approach to CQI over the 
years. One of the more ftequent questions that we are asked is if we 
"authorize" a team of employees to work on a specific area that needs 
improvement. Our response is that we have developed a corporate 
culture where our employees themselves decide when to form a team 
to work with a customer or to work on an issue involving improvement 
of an internal business process. No one should need permission to 
form a team of one or a team of many to solve a problem or to 
improve an aspect of our business.  
How do we sustain our CQI philosophy? We certainly passed the fad 
stage many years ago and it's been a while since our employees have 
asked us if CQI is here to stay. Even though CQI is part of our 
corporate culture, maintaining it takes ongoing effort. Within the past 
four years, we have had two CQI Fairs at our corporate headquarters, 
where 28 teams from PQ and our joint venture locations from around 
the world presented their CQI projects. Both fairs were a great 
success.  
Please do not leave with the wrong impression. We at PQ do not have 
all the answers. We are still in the learning mode. There are people 
within PQ who do not fully believe in the CQI philosophy, and at times 
we do things which are in violation of CQI principles.  
We also periodically question the best way to apply CQI principals. I 
view PQ as a large laboratory, where we have the opportunity to 
operationalize and further develop concepts that we either read about 
in the management press or develop ourselves. When we adopted CQI 
and made it our core philosophy, we did not fully realize that in many 
areas, we would be writing the book as the philosophy is developed 
and implemented.  
Take the concept of employee empowerment. We have issues with 
some managers who have difficulty understanding their new role as a 
coach and counselor. We also have issues with a number of managers 
who take great pride in claiming that they have become the most 
empowering managers in the company, in that they fully empower 
their direct reports to take the ball and run with it. In certain 
situations, that type of comment is cause for concern. After a number 
of costly mistakes, we realize there is a difference between employee 
empowerment and management abdication.  
Common sense dictates that when one of your direct reports is about 
to make a decision or take action in an area where he or she does not 
have a lot of experience and expertise, and the impact on the 
company is high, you need to review the decision or action with your 
direct report and intercede to avoid a costly mistake. When the impact 
of the decision is low, the employee should be empowered to make the
decision, which if incorrect, provides a valuable learning opportunity.  
The corollary also applies. Even if you are the most experienced and 
knowledgeable person within your organization in the area in which 
you are about to make a decision and the impact on the corporation is 
high, you are not diminished in any way if you review your decision 
with others, just to make sure you have considered all aspects of the 
issue. This is rarely addressed in the literature on management.  
We also debate other issues, such as whether our emphasis should be 
on stepwise or continuous improvement. At this point, the consensus 
is that both approaches are necessary to improve our competitiveness. 
Does a management initiative as encompassing as CQI have to 
become part of the core philosophy of a company in order for it to take
root and grow? Based upon our experience at PQ, the answer is a 
resounding yes! Anything short of this, and there will be insufficient 
momentum to overcome the hurdles which this type of effort faces. A 
failure with one initiative leads to the adoption of another, with the 
resulting employee reaction, what's next?  
Care needs to be taken, however, to ensure that the philosophy 
adopted by the company is not so doctrinaire that it discourages 
discussion of new concepts which are needed to improve how the 
philosophy is operationalized on a day to day basis. There must be 
sufficient freedom to try new concepts and to move forward as the 
business environment changes. If this ability to test and apply new 
learnings is absent, the risk is high that the world might pass you by.  
So, when the next management consultant knocks on your door 
promising to deliver the holy grail, remember that the search for the 
holy grail is like the search for quality. It's not a destination, but a long
and challenging journey towards the management philosophy and 
corporate culture that's right for your company.  
 
